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MINNESOTA VALLEY BANK GROUP

300 South Washington Street
Redwood Fa:lsls,sl\;lg 56283
507-637-
September 11, 1989 SEP 14 1983 -11 05 AM
INTERSTAIE COMMEKCE COMMISSION

Interstate Commerce Commission
12th & Constitution Ave. N.W.
Washington, DC 20423

9-257A007
ATTENTION: Mildred Lee

Dear Ms. Lee:

of the enclosed Security AGreement.

as well as a notarized photocopy.
to us.

Enclosed is our check in the amount of $13.00 to cover the recording

We are sending the original document
Please record in your office and return

Thank you for your assistance.

Sincerely,

Douglas A. Karsky
Vice President
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Pnterstate €ommerce Commission

9/14/89
Washington, B.L. 20423 /14/

OFFICE OF THE SECRETARY

Douglas A. Karsky

Vice President

Minnesota Valley Bank

300 South Washington Street
P.0.Box 439

Redwood Falls,MN. 56283

Dear gir;

The enclosed document(s) was recorded pursuant to the
provisions of Section 11303 of the Interstate Commerce Act, 49
U.S.C. 11303, on 9/14/89 at 11:05gm3nd assigned recordation

number(s). 16518

Sincerely yours,

Nt mlen

Noreta R. McGee
Secretary

Enclosure(s)
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, SECURITY AGREEMENT
SEP 14 1389 -11 05 AM

DATE September 1llth 1989
DEBTOR SECURED
MNVA RAILROAD, INC. Minnesota Valley Bank

BUSINESS

ORENCE ADDRESS
RESID
ADDRESS P.0. Box 218 P.O. Box %439
oy o
31P COOE Redwood Falls, MN 56283 STATE & Redwood Falls, MN 56283

1. Security Interest and Collateral. To secure {check one) the payment and performance of each and every debt, hability and obligation
of every type and description which Debtor may now or at any time hereafter owe to Secured Party {whether such debt, hiability or obligation now
exists or 1s hereafter created or incurred, and whether 1t is or may be direct or indirect, due or to become due, absolute or contingent, primary or
secondary, hquidated or unhiquidated, or joint, several or joint and several, all such debts, habilities and obligations being herein collectively re-

ferred to as the “Obligations’’), O the debt, habifity or obligation of the Debtor to Secured Party evidenced by the following

and any extensions, renewals or replacements thereof (herein referred to as the “Obligations’’), Debtor hereby grants Secured Party a security in-
terest (herein called the “‘Security interest’’) in the following property (herein called the "“Collateral’’) {check applicable boxes and complete
information)

ta) INVENTORY
KXAn inventory of Debtor, whether now owned or hereafter acquired and wherever located,
(b} EQUIPMENT, FARM PRODUCTS AND CONSUMER GOODS

XAl equipment of Debtor, whether now owned or hereafter acquued, including but not imited to all present and future machinery,
vehicles, furmiture, fixtures, manufacturing equipment, farm machinery and equipment, shop equipment, office and recordkeeping
equipment, parts and tools, and the goods described 1n any equipment schedule or hist herewith or hereafter furmnished to Secured
Party by Debtor (but no such schedule or list need be furmished in order for the security interest granted herein to be valid as to alt
of Debtor’'s equipment)

O Al farm products of Debtor, whether now owned or hereafter acquired, including but not hmited to (1) all poultry and hvestock and
their young, products thereof and produce thereof, {it) all crops, whether annual or perenmial, and the products thereof, and (i) all
feed, seed, fertilizer, medicines and other supples used or produced by Debtor in farming operations The real estate concerned with

the above described crops growing or to be grown 15

and the name of the record owner 1s T

KXThe following goods or types of goods LOCOMOTIVE _S.;._&S__f‘QllQﬂS_:_GRL_ﬂLS_’E._GPM-ZB-l—'-—GRL

#291, GP9, #1888 - GP20, #321 - GP20, #1990 - Nw2, #426 - SD35 , #322
Nw2, #427 - NW2, #428 - NW2, 429 - SW900, #6718 - SwW900, #6719

{c) ACCOUNTS AND OTHER RIGHTS TO PAYMENT

EXEach and every right of Debtor to the payment of money, whether such right to payment now exists or hereafter arises, whether such
right to payment arises out of a sale, lease or other disposition of goods or other property by Debtor, out of a rendering of services
by Debtor, out of a loan by Debtor, out of the overpayment of taxes or other habilities of Debtor, or otherwise arises under any con-
tract or agreement, whether such right to payment 1s or 1s not already earned by performance, and howsoever such right to payment
may be evidenced, together with all other rights and interests {including all liens and security interests} which Debtor may at any
time have by law or agreement against any account debtor or other obligor obtigated to make any such payment or against any of the
property of such account debtor or other obligor, all including but not himited to all present and future debt instruments, chattel
papers, accounts, loans and obhgations receivable and tax refunds
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(d) GENERAL INTANGIBLES

“~ gml general intangibles of Debtor, whether now owned or hereafter acquired, including, but not limited to, applications for patents,
patents, copyrights, trademarks, trade secrets, good will, tradenames, customers lists, permits and franchises, and the right to use
Debtor’'s name

together with all substitutions and replacements for and products of any of the foregoing property not constituting consumer goods and together
with proceeds of any and all of the foregoing property and, in the case of all tangible Collateral, together with all accessions and, except in the case
of consumer goods, together with (1} all accessories, attachments, parts, equipment and repairs now or hereafter attached or affixed to or used in
connection with any such goods, and (1) all warehouse receipts, bills of lading and other documents of title now or hereafter covering such goods

2. Representations, Warranties and Agreements. Debtor represents, warrants and agrees that

{a) Debtors [Jan indwidual, [J a partnership, @ a corporation and, if Debtor i1s an individual, the Debtor’s residence is at the address
of Debtor shown at the beginning of this Agreement

{b) The Collatera! will be used primarily for [ personal, family or household purposes, 0 farming operations, KXbusiness purposes
) Ot any part or all of the tangible Cofiateral will become so related to particular real estate as to'become a fixture, the real estate con-
cerned 1s

and the name of the record owner 1s

(d) Debtor's chief executive office 1s located at
. or, If left blank, at the address of Debtor shown at the beginning of this Agreement

THIS AGREEMENT CONTAINS ADDITIONAL PROVISIONS SET FORTH ON THE REVERSE SIDE

- HEREOF, ALL OF WHICH ARE MADE A PART HEREOF.
Minnesota Valley Bank MNVA RAILROAD, INC.
Secured Party’s Name Debtor's Name
& ’
\gﬁ 'ﬂ/%/ U By @/2 4 /{’ ﬁ/‘/}rmé———’
T,‘,e Douglas A. Karsky, Vice Pfesident Title /@ Y]
By
Thitle

MBA.13 (11/81) USWALD PUBLISHING CD NEW ULM MINN



ADDITIONAL PROVISIONS

3 Additional Representations, Warranties and Agreements Debtor represents, warrants and agrees that

{3) Debtor has {or will have at the time Debtor acquires rights in Collateral hereafter arising} absolute title to each item of Collateral free and clear of all secursty
interes:s, liens and encumbrances, except the Secunity Interest, and will defend the Collateral against al! claims or demands of all persons other than Secured Party
Debtor will not sell or otherwise dispose of the Collateral or any interest therein without the prior written consent of Secured Party, except that, until the occurrence
of a1 Event of Default and the revocation by Secured Party of Debtor’s right to do so Debtor may sell any inventorv constituting Collateral to buyers in the ordinary
co rse of busimess and use and consume any farm products constituting Collateral in Debtor’s farming operations 1 Debtor 15 a corporation, this Agreement has been
dulv anr: valily authorized by all necessary corporate action, and, if Debtor 15 a partnership, the partnerts) executing this Agreement has (have) authority to act for the
vartnership

(h}  Debtor will not permit any tangible Collateral to be located in any state (and, if county filing 1s required, 1n any county) 1n which a financing statement
covening such Collateral 1s required to be, but has not in fact beun, filed tn order to perfect the Security Interest

{¢) Tach right to payment and each nstrument, document, chattet paper atxd athet agreement constituting or evidencing Collateral s (or will be when arnising or
issued) the valid, genuine and legally enforceable obligatimn, subyect to na rfiefense set off ar counterclaun {other than those arising in the ordinary course of Lisiness)
of the account debitor or ather obhgor named therewmn or in Debtoi s records pertaining thergto as bemng nbhigated to pay such obligation Debtor will neither agree 10
anv matenal modification or amendment nor ayree to wny cancetiation nf any sur h ohlhigauon without Secured Party's prior wiitten consent, and will not subordinate
any such right to payinent to claims of other creditors of such account debtor or other obhigor

() Debtor will (1) keep all tangible Collateral in good repair, working otder and condition, norrmal depreciation excepted, and will, from time to time, replace any
worn, broken or defective parts thereof, (it) promptly pay atl taxes and other governmental charges levied or assessed upon or against any Collatera! or upon or against
the cieation, perfection or continuance of the Secunty Interest, (in) keep all Collateral free and clear of all security interests, hiens and encumbrances except the
Secinty Interest {iv) at all reasonable times, permit Secured Party o1 11s representatives to examine or inspect any Collateral, wherever located, and to examine, .n
spect and copy Debtor’s hooks and recorde vertaining to the Collateral and 11s business and financial condition and to send and discuss with account debtors and other
ohhgors requests for verifications of amounts owed to Debtor, (vi keep accurate and complete records pertaining to the Collateral and pertaining to Debtor’s business
and financial condition and submit to Secured Party such periodic reports concerning the Collateral and Debtor’s business and financial condition as Secured Party may
from time to uime reasonably request (vi) promptly notify Securad Party of any loss of or material damage to any Collateral or of any adverse change, known to
Debtor, in the prospect of payment of any sums due on or under any instrument, chattel paper, or account constituting Collateral, (v} if Secured Party at any time
so requests {whether the request 1« made before or after the occurrence of ~n Event of Default), promptly detwer to Secured Party any instrument, documnnt or chattel
naper constituting Collateral, dul}/ endorsed or assigned by Debtor, (vin) at afl tnnes keep all tangible Collateral insured agatnst risks of fire (including so cal'ed ex
tended coveragel, theft, collision fin case of Coliateral consisting ot inotor vehicles) an-t such other risks and in such amounts as Secured Party may reasonably reque.t,
with any 10ss payabie to Secured Pa.ty to the extent of 1ts inieresy, {in) f10m time to tun= execute such finanuing statements as Secured Party may reascnduly require
in order to pertect the Security Interest and, if any Collateral consists of a moter vehicle, execute such documents as may be required to have the Security Interest
proverly noted on a certificate of title, (x) pay when due or reimburse Secured Party on demand for all costs of collection of any of the Obhigations and all other
out of-pocket expenses (including i1in each case all reasonable attorneys’ fees) wncurred by Secured Party i connection with the creation, perfection, sati-faction,
protection, defense or enforcement of the Secunity Interest or the crealion, continuange, protect:on, defense or enforcement of this Agreement or any o al' of the
Obhgations including expenses incuired in any htigation or bankiuptey o1 insolvency pracescings, (i} execute, deliver or endorse any and all instruments, dacament-
assignments, sccurity agreements and other agreements and wiitings winth Secured Party may at any tume 1easonably request in order to secure, protect perf-ct or
enforce the Security Interest and Secured Party’s rig'tts under this Agreement, {xit) not use or keep any Collateral, or pertnit it to be used ar kept, for any unlawfo!
purpose or in violation of any federal, state ar local aw, statute o1 ordinance, and (xiu) not perrmit any tangible Collateral 1o become part of or to be af‘ived to any
real property without first assuring to the reasonable sativfaction ot Secueiedd Party that the Security Interest will be prior and sentor to any nterest or Irea then held o
the-eafter acquired by any mortgagee of such real propeity or the owner or purchaser of any interest therein If Debtor at any time fails to perform o abserve anv
agreement contained 1n this Section 3{d), and 1f such failure shall continue for a period of ten calendar days after Secured Party gives Debtor written notice thieof
{"or, in the case of the agreements contained in clauses (vin) and {1x) of this Sec tvon 3{d), immediately upon the occurrence of such failure, without notice or 1anse of
time), Secured Party may (but need not) peiform or observe such agrecnmient on bebalf and i the name, place and stead of Debtor (or, at Secured Party s vution, in
Secured Party’'s own name) and may (but need not) take any and all other actions which Secured Party may reasonably deern necessary to cure or curract such farlure
{including, without limitation, the payment of taxes, the satisfaction of security miterests, liens, or encumbrances, the performance of oblhigations under contracts or
agreements with actount debtors or other obhigors, the procurement and naimtenance of mnsurance, the execution of financing statements, the endorsement of instru
ments, and the procurement of repairs, transportation o1 insurance), and, except to the extent that the effect of such payment would be to render any loan o. fore-
bearance of money usurious or otherwise iliegal under any applicable law Debtor shall thereupon pay Secured Party on demand the amount of all moneys expended
and all costs and expenses (including reasonable attorneys’ fees) incurred by Secured Party in connection with or as a result of Secured Party’s performing or abserving
such agreements or taking such actions, together with interest thereon from the date expended or incurred by Secured Party at the highest rate then applicable to any
of the Obligations To facilitate the performance or observance by Secured Party of such agreements of Debtor, Debtor hereby irrevocably appoints {which avpoint
ment 15 coupled with an interest) Secured Party, or its delegate, as the attorney in-fact of Debtor with the right (but not the duty) from time to time to create, prepare,
complete, execute, deliver, endorse or file, in the name and on behalf of Debtor, any and all instruments, documents, financing staternents, applications for insurdance
and other agreements and writings requured to be obtained, execuied, delivered or endorsed by Debtor under this Section 3 and Section 4

4 Lock Box, Collateral Account. if Secured Party so requests at any time (whether hefore or after the occurrence of an Event of Default), Debtor will direct each
of its account debtors to make payments due under the relevant account or chattel paper directly to a special lock box to be under the control of Secured Party
Debtor hereby authorizes and chirects Secured Party to deposit into a spectal collateral account to be established and maintained with Secured Party all checks, drafts
and cash payments recewved in said tock box Al deposits in sd collateral account shall constitute proceeds of Collateral and shall not constitute payment of any Obl
gation Atits option, Secured Party may, at any time, apply finally collected funds on deposit in said collateral account to the payment of the Ohhigations in such order
of apphication as Secured Party may determine, or permit Debtor to withdraw all or any part of the balance on deposit in said collateral account 1 a collateral arcount
1s so estabhished Debtor agrees that 1t will promptly detiver to Secured Party, for deposit into said collateral account, all payments on accounts and chattel paper
receved by 1t All such payments shall be delivered to Secured Party in the form receved (except for Debtor’'s endorsement where necessary} Until so deposited, all
payments on accounts and chattel paper recewed by Debtor shall be held in trust by Debtor for and as the property of Secured Party and shall not be commingled with
any funds or property of Debtor

5 Account Venfication and Collecticn Rights of Secured Paity Secured Pty shall have the right ta verify any accounts in the name of Debtor or 10 ity own
name, and Debtor, whenever requested, shall furnish Secured Party with duplicate statements of the accounts, which statements may be mailed or detivered by Secured
Party for that purpose Notwithstanding Secured Party’s rights under Section 4 with respect to any and all debt instruments, chattel papers, accounts, and other rights
10 payment constituting Collateral (including proceeds), Sccured Party may at any time {both before and after the occurrence of an Event of Default} notify any
account debtor, or any other person obligated to pay any amount due, that such chattel paper, account, or other right to payment has been assigned or transferred to
Secured Party for security and shall be paid directly to Secured Party |f Secured Party so requests at any time, Debtor wtll so notify such account debtors and other
ohligors in writing and will indicate on all invoices to such account dehtors or other obligors that the amount due 1s payable directly to Secured Party At any time
after Secured Party or Debtor gives such notice to an account debtor or other obligor, Secured Party may (but need not}, in 1ts own name or in Debtor’s name, de
mand, sue for, collect or receive any money or property at any tme payable or receivable on account of, or securing, any such chattel paper, account, or other right
to payment, or grant any extension to, make any compiomise or settiement with or otherwise agree to waive, modify, amend or change the obligations (including
collateral obligations) of any such account debtor or other obligor

6 Assignment of Insurance. Debtor hereby assigns to Secured Party, as additional security for the payment of the Obh?atnons, any and all moneys (including but
not lumited to proceeds of insurance and refunds of uhearned premums) due or to become due under, and all other rights of Debtor under or with respect to any and
all pohcies of insurance covering the Collateral, and Debtor hereby drrects the 1ssuer of any such policy to pay any such moneys directly to Secured Party Both be
fore and after the accurrence o? an Event of Default, Secured Party may {but need not), in its own name or in Debtor’'s name, execute and deliver proofs of claim,
recewve all such moneys, indorse checks and other instruments representing payment of such moneys, and adjust, hitigate, compromise or release any ctaim agarnst the
issuer of any such policy

7 Events of Default Each of the following occurrences shall constitute an event of default under this Ag.reerr‘nt {herein called ""Event of Default”) {1} Debior
shall fail to pay any or all of the Obhigations when due or (If payable on demand) on demand, shall fa)l to observe or perform any covenant or agreement herein © - -
on it or shall be in default under any loan or credit agreement between it and the Secured Party, {11} any representation or warranty by Debtor set forth in thi$ Agree
ment or made to Secured Party in any financial statements or reports subrmitted to Secured Party by or on behalf of Debtor shall prove materially false or misleading
{11} a garmishment, summons or a writ of attachment shall be 1ssued against or served upon the Secured Party for the attachment of any property of the Debtor or any
indebtedness owing to Debtor, (iv) Debtor or any guarantor of any Obhgation shall (A{ be or become insolvent (however defined), or (B) voluntanly file, or have ‘.-

aganst 1t involuntarily, a petition under the Umtec? States Bankruptcy Code, or (Qigef a corporation, paitnership, or organization, be dissoived or hquidated or if -
partnership, suffer the death of a partner or, f an individual; die, or (DY go out of business, or {iv) Secured Party shall in good faith believe that the prospect of due .~ =
punctual payment of any or all of the Obligations 1s impaired

\

8 Remedies upon Event of Default. Upon the occurrence of an Event of Default under Section 7 and at any time thereafter, Secured Party may exercise any one
or more of the following rights and remedies, (i) declare all unmatured Obligations to be immediately due and payable, and the same shall thereupon be immediately
due and payable, without presentment or other nctice or demand, (1) exeicise and enforce any or all ngh®mnd remedies available upon default to a secured party
under the Unmiform Commerciat Code, including but not limited to the right to take possession of any Collateral, proceeding without judicial process or by judicial
process (without a prior hearing or notice thereof, which Debitor hereby expressiy wawes), and the right to sell, lease or otherwise dispose of any or all of the Collateral,
and in connection therewith Secured Party may require Debtor to make the Collateral available to Secured Party at a place to be designated by Secured Party which s
reasonably convenient to both parties, and if notice to Debtor of any intended disposition of Collateral or any other intended action ts required by taw 1n 9 particular
instance, such notice shall be deemed commercially reasonabie if given (in the manner specified in Section 10) at least 10 calendar days prior to the date of irtended
disposition or other action, {in} exercise or enforce any or all other rights or remedies available to Secured Party by law or agreement against the Collateral, against
Debtor or against any other person or property Upor the occurrence of the Event of Default described in Section 7{iv)(B), all Obligations shall be immecd: tely aue
and payable without demand or notice thereof Secured Party s hereby granted a nonexclusive, worldwide and royalty-free license to use or otherwise « ploit alt
trademarks, trade secrets, franchises, copyrights and patents of Debtor that Secured Party deems necessary or appropriate to the disposition of any Collaterat

9 Other Personal Property. Unless at the time Secured Party takes possession of any tangible Collateral, or within seven days thereafter, Debtor gives written notice
to Secured Party of the existence of any goods, papers or other property of Dehtor, not affixed to or constituting a part of such Collateral, but which are located or
found upon or within such Collateral, describing such property, Secured Party shall not be responsible or liable to Debtor for any action taken or omitted by or on be
half of Secured Party with 1espect to such property without actual knowledge of the existence of any such property or without actual knowledge that 1t was located or
to be found upon or within such Collateral

10 Miscellaneous. Ths Agreement does not contemplate a sale of accounts, o1 chattel paper Debtor agrees that each provision whose box s checked s part of this
Agreement This Agreement can be wawved, modified, amended, terminated or discharged, and the Security Interest can be released, only explicitly in a writing signed
by Secured Party A waiver signed by Secured Party shall be effective only in the specific instance and for the specific purpose given Mere delay or failure to act shall
not preclude the exercise or enforcement of any of Secured Party’s rights or remedies All nights and remedies of Secured Party shall be cumulative and may be exercised
singularly or concurrently, at Secured Party's option, and the exercise or enforcement of any one such right or remedy shall neither be a condition to nor bar the
exercise or enforcement of any other All notices to be given to Debtor shall be deemed sufficiently given 1f delwvered or mailed by registered or certified mail, postage
prepaid, to Debtor at 1ts address set forth abave or at the most tecent address shown on Secured Party's records Secured Party’s duty of care with respect to Col'ateral
0 its possession (as imposed by law) shall be deemed fulfilled if Secured Party exercises reasonable care in physically safekeeping such Collateral or, in the case of Col
lateral in the custody or possession of a bailee or other third person, exercises reasonable care 1n the selection of the bailee or other third person, and Secured Party
need not otherwise preserve, protect, insure or care for any Collateral Secured Party shall not be obligated to preserve any rights Debtor may have against prior parties,
10 realize on the Collateral at alt or 1n any particular manner or order or to apply any cash proceeds of Collateral in any particular order of application This Agreement
shall he bindina upon and nure to the benefit of Debtor and Secured Party and therr respective heirs, representatives, successors and assigns and shall take effect when
signed by Debtor and delivered to Secured Party, and Debtor waives notice of Secured Party's acceptance hereof Secured Party may execute this Agreement f ap
propriate for the purpose of filing, but the failure of Secured Party to execute this Aqreement shall not affect or i/mpair the vahidity or effectiveness of this Agreement
A carbon, phatdgraphicior’diler! reprodidctbnt'af this Agreemant or of any financing statement signed by the Debtor shall have the same force and effects as the origi-
nal for ati purposes of a financing statement This Agreement shall be governed by the internal laws of the state where the main office of the Secured Party is located
If any provision or application of this Agreement is held unlawful or unenforceable in any respect, such illegality or unenforceabihity shall not affect other provisions or
applications which can be given effect and thsgi Agreement shall be construed as if the unlawful or unenforceable provision or application had never been contained
herein pr prescribed hereby: All representationttand warranties contained in this Agreement shall survive the execution, delivery and performance of this Agreement
and the creationsand payment of the Obligations |f this Agreement 1s signed by more than one person as Debtor, the term “Debtor” shall refer to each of them sepa-
rately and to both or all of them jointly, all such persons shall be bound both severally and jointly with the other(s), and the Oblgations shall include all debts, ha-
bilities and obihgAtign ‘oWed_to Secured Party by any Dehtor solely or by bath o1 several or all Debtars jointly or jointly and severally, and all property described 1n
Section 1 shali be included a“s"pé‘rt'bf the Collateral, whether it 1s owned jointly by both or all Debtors or 1s owned 1n whole or 1n part by one {or more)} of them

i



B255 Y4 —CERTIFICATE OF ACKNOWLEDGMENT DSWALD PUBLISHING Ca., NEW LILM, MINN

§fafg pf  Minnesota }
3.
County Of Redwood
On this.... L11th day of.....September 4.D.19 89, before me,
....... Janice L. Jacobsen o " Notary Public " ithinand for said
County and State, personally appeared Dean R, Bloemke

.......... to me known to be the same person
described in and who executed the foregoing tnstrument and acknowledged that he executed

the same as .. M1S _ ___ free act and deed. .
"mv‘m‘, PN SR s e B AN i
| £ JANICEL JACOBSEN 7 -

é“ N oWOOD CONTY Notary Public... Redwood County,

My commission expires........ April 14




